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CONFIDENTIAL TEHRAN 2392 

PASS EXIM BANK 

E. O. 11652: GDS 
TAGS: ENRG, IR 

SUB J : GAS: LIQUID METHYL FUEL PROJECT FOR QESHM ISLAND 

1. ALASKA INTERSTATE COMPANY AND ITS SUBSIDIARY, TRANSWORLD GAS 
SYSTEMS, INC., SIGNED AGREEMENT APRIL 8 WITH NIGC TO PREPARE FEASI- 
BILITY STUDY FOR METHYL FUEL PLANT ON QESTE ISLAND. NIGC MANAGING 
DIRECTOR, TAGHI MOSSADEGHI AND ALASKA INTERSTATE VP ALVIN R. 

MARTIN AND TRANSWORLD PRESIDENT CHARLES E. SMITH RECENTLY BRIEFED 
EMOFFS AND AMBASSADOR. 

2. MARTIN AND SMITH HAVE BEEN IN NEGOTIATION WITH MOSSADEGHI SINCE 
LAST NOVEMBER. AS COMPARED TO BUSHIRE AND KHARG LNG PROJECTS, 
BARGAINING POSITIONS WERE MORE NEARLY EQUAL SINCE MOSSADEGHI WAS 
AWARE QESHM GAS TOO LOW IN CALORIFIC VALUE TO BE SUITABLE 

FOR LNG, BUT WAS UNDER PRESSURE FROM SHAH TO DEVELOP LARGE QESHM 
RESERVES. AS RESULT MARTIN AND SMITH EVENTUALLY WERE ABLE PERSUADE 
HIM GIVE THEM PRELIMINARY EXCLUSIVE COMMITMENT ON QESHM WITH WHICH 
THEY WERE ABLE APPROACH PROSPECTIVE CUSTOMERS. WITH EXPRESSIONS 
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OF FIRM INTEREST FROM CUSTOMERS IN BOTH JAPAN AND U. S. IN HAND, 
MOSSADEGHI SIGNED AGREEMENT FOR FEASIBILITY STUDY. 

3. STUDY WILL COST 

$250,000, MUST BE COMPLETED IN 60 DAYS, NIGC AND 

ALASKA INTERSTATE WILL JOINTLY CONSIDER STUDY AND REACH CONCLUSION 
ON FEASIBILITY WITHIN ADDITIONAL 30 DAYS. STUDY WILL BE PREPARED 
BY ALASKA INTERSTATE TEAM ALREADY AT WORK IN LONDON USING 
VOLUMINOUS 

DATA OBTAINED BY NIGC FROM CONSORTIUM. PLANT BEING CONSIDERED 
WOULD 

COST $400 MILLION WITH ADDITIONAL $100 MILLION NECESSARY FOR 
DRILLING. METHYL FUEL WOULD BE TRANSPORTED IN REGULAR TANKERS 
UNDER VERY LONG- TERM CHARTER ( UP TO 20 YEARS) TO JAPAN AND U. S. 
ESTIMATED C. I. F. PRICES ARE $1:00/ MILLION BTU' S IN JAPAN, AND $1.05 
OR $1.15 MILLION BTU 1 S EITHER COAST USA DEPENDING ON WHETHER SHIP- 
PING IS FOREIGN OR U. S. PLANT PLANNED COME ON- STREAM LATE 19 76, 
PRODUCE 30,000 TONS/ DAY OR 550 MILLION CFD IF REGASSIFIED BY CON- 
SUMERS. 

4. MARTIN AND SMITH STRESSED ADVANTAGES OF METHYL FUEL AS LIQUID 
WHICH NOT SUBJECT SAME FPC HEARING REQUIREMENTS AS LNG OR OTHER 
FORMS GAS, BUT WHICH CAN BE CONVERTED TO GAS ALMOST AS EASILY AS 
LNG. ACCORDING TO MARTIN, ANOTHER METHYL PLANT IS UNDER NEGOTIATION 
IN SAUDI ARABIA. THIS AND QESHM PROJECT , IF APPROVED, WOULD BE 

FIRST TWO LARGE- SIZE METHYL PLANTS IN WORLD. 
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